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INTRODUCTION 


Purposes of Uniform Methods for Trade Associations 


Uniform cost finding methods have been adopted by many trade associations; 
and such methods, if properly formulated and generally accepted by the members, exert 
a very helpful influence in bettering conditions in the industry. In accomplishing 
this objective, uniform methods have three functions to fulfill, which are = 


First = To enable each manufacturer in the industry to conduct his own 
business in the most intelligent and profitable manner. 


Second = To eliminate that part of the variation in costs between members 
which arise from totally dissimilar methods of calculation. 


Third = To make possible the comparison of cost information between plants 
in such a way as to point out wasteful and uneconomical practices of either the in- 
dividual or the industry. 


Uniform methods do not imply uniform costs. All the factors affecting 
cost will never be identical in any two plants and these variations will be reflected 
in costs developed by uniform methods. Differences in such items as kind of equip- 
ment, wage rates, plant efficiency, etc., will all produce variations in the final 
cost of the products. 


Functions of a Cost System 


The final objective of any flour milling company is to make and distribute 
profits. The profits in any business measure the difference between the cost of the 
product sold and the money received from its sale. Unless the management of a 
business knows exactly what the product costs to make and sell it is impossible to 
determine intelligently on selling policies. It is a fundamental axiom that a 
Simple adequate method of determining costs is absolutely necessary to the success-= 
ful operation of any business. 


A cost system, to be satisfactory to the individual manufacturer, must 
fulfill three primary functions: First, it must make possible the securing of an 
accurate cost of each product; second, it must enable the accounting department to 
so keep its records as to provide monthly statements of the financial condition and 
general status of the business; and third, it must provide certain data to enable 
executives to exercise close control over the details of the operation of the 
business. 


In the following pages we have outlined a system which we believe fulfills 
these functions and at the same time provides the necessary data in a Simple and 
effective fashion. 
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COST ACCOUNTING 


Elements of Cost 





An adequate cost system for the flour milling industry is comparatively 
Simple. Most plants engaged in the industry produce only one main product and all 
elements of cost may be expressed as so much per barrel of flour. On the other hand, 
there are certain difficulties inherent in the industry which can only be met by 
arriving at a common and uniform understanding of the proper way to handle them. 


The cost of a barrel of patent flour consists of five separate factors = 
the first is the cost of the wheat; the second is the cost of the manufacturing or 
conversion; the third is the cost of the containers; the fourth is the cost of 
administration, and the fifth is the cost of selling or marketing. 


From this total must be deducted the values of low grade flour and offal. 
“As this is one of the most important points in determining the cost of a barrel of 
‘flour, we will discuss for a moment the question of these offal credits. 


Deductions For Clears and Offal 


The present general custom in the industry is to credit the offal values 
at the anticipated selling price. This means that no allowance is made for profit 
on the by-products and that no provision is made against a possible change in market 
price which might reduce their value on the day of their sale. 


The most conservatively managed mills make a reduction from the anticipated 
market price of the by-products before crediting the values to the cost of the patent 
flour. We are very much impressed with the value of this method of handling the 
matter and recommend that the allowance be made at current by-product prices the day 
the order is booked or anticipated prices the day the flour will be made, whichever 
is lower, and we provide that this price be reduced by 40 cents a barrel for clears 
and $2.00 per ton for feed. 


This policy will tend to increase slightly the calculated costs of the 
patent flour; so that the cost figure, which should mark the line of last resistance 
in determining whether a certain sale is or is not a desirable one, will be set a 
little way forward. 


Separation of Grain Department 


In outlining the proposed system we will first consider the cost of the 
wheat ; and at this point will seek to establish a major change and improvement in 
the accounting methods of the industry. The profit or loss secured in operating a 
milling business ordinarily combines two factors; namely, the speculative profit or 
loss in purchasing the wheat and the converting and merchandising profit or loss in 
producing and selling the flour. Most mills seek to minimize the speculative profit 
or loss by purchasing wheat against the commitments in flour; but even with the best 
intentions and practice there is bound to be some profit or loss in purchasing, and 
under present accounting methods this purchasing profit or loss is usually in- 

' extricably mixed up with the conversion profit or loss. 


It seems to us to be fundamentally necessary that these two factors should 
be distinct. Only in that way can the true sources of profit be known. We there- 
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fore provide a system of orders and commitments between the Grain Department and 
the Mill Department which requires that the Mill Department be permitted to purchase 
from the Grain Department the wheat equivalent of its flour sales each day, at the 
"cost card" milling mixture values, based on the market price of equivalent grades 
as of the day the orders for flour are taken. These wheat orders on the part of the Mill 
Department and sales on the part of the Grain Department are called "grain contracts." 


This means that the wheat position of the Mill Department will always be in 
balance. The Mill Department will always have ordered from the Grain Department 
exactly enough wheat to cover the flour sold. The "long or short" position will rest 
in the Grain Department and all of the profits or losses made in connection with the 
transactions in purchasing of grain will be established and segregated as pertaining 
to the Grain Department. 


The grain contracts, then, give us a basis of crediting the Grain Depart- 
ment and debiting the Mill Department just as though the two divisions of the 
business were distinct concerns. A complication arises at this point, however, due 
to the fact that in many mills it is impractical to "earmark" grain delivered to the 
mill as going into specific sales, or to the specific related grain contracts. For 
this reason it is provided that the Mill Department be charged with wheat assuming 
the deliveries to be made in the order of the grain contract bookings. 


While we thus distinguish between the functions of purchasing and milling 
and set up the profit or loss of each department separately, the Mill Department is re- 
quired to bear the operating expenses of the Grain Department and the Grain Department's 
profit or loss will thus reflect only the speculative factor due to purchasing. 


Grain Contract Record 


Most mills operate what is rather commonly called a "long and short state- 
ment," which shows the daily position as to wheat and reflects any lack of balance 
between the wheat equivalent of the unfilled flour sales and the total stock of 
wheat on hand and purchased. A study of Form 1 will show that the establishing of a 
separate Grain Department requires little more than that this record should be 
extended to reflect dollars and cents values as well as bushels. 


The wheat requirement of the mill is priced each day, as has been said, at 
the "cost card" milling mixture values, based on the market for equivalent grades; 
The totals show in bushels and dollars the purchases of the Mill Department and the 
commitments of the Grain Department for the month. 


At the end of the month the Grain Department's deliveries in bushels are 
priced so as to absorb the grain contracts in the order of their bookings: This 
leaves the unfilled grain contracts to be carried forward to the following month 
priced at the average of the contracts unabsorbed by the volume of the month's 


deliveries. 


The manner in which the actual cost of the grain delivered by the Grain 
Department is thrown against the Grain Department's income from sales to the Mill 
Department - thus establishing the Grain Department's profit or loss = is shown 
in the second part of this report which deals with general accounting practice. 


‘Standard Costs 
The present custom in determining the manufacturing cost of a barrel of 
flour is to take the costs that have actually been expended and distribute them over 


the number of barrels of flour actually produced. There are a great many minor 
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variations of this plan but the majority of the mills are operating on what has come 
to be known as the historical method. 


In recent years the use of historical costs has been seriously questioned 
and the inherent inefficiencies of the historical method have been thoroughly 
explained and set forth in a great many books and articles written on the subject. 
As a result of this discussion, the so-called standard cost method has been grad- 
ually developed and is today in use in a great many of the most successful companies 
in the country. The standard cost method consists, briefly, in pre-determining what 
the costs should be and then measuring actual performances in terms of these 
standards. We recommend the use of this Standard method to the flour industry in so 
far as the cost of manufacturing, containers, administration and selling are 
concerned. 


The first step necessary in calculating a standard or pre-figured cost is 
the determination of the rate of production at which the standard will be figured. 
If we set up an operating budget for a mill it is obvious that certain elements of 
this budget will remain fixed regardless of whether we are operating the mill at 
50% or at 100% of capacity. Certain other elements will vary somewhat in accordance 
with the rate of operation although not in direct proportion to it. Before we can 
pre-determine the cost of making a barrel of flour, then, we must fix upon the rate 
of activity, or percentage to capacity, which our cost is to represent. 


In the light of past performances and normal expectance for the future, 
each member will be in a position to determine at what percentage to capacity he is 
likely to be able to operate. There is considerable difference of opinion as to 
what may be considered "monthly capacity" but for the present it will be based on 
one=twelfth of 300 days a year at twenty-four hours a day. The daily production will 
be based on the number of barrels produced on recent long runs of thirty days or 
moree 


At a later date, when sufficient information has been gathered from re- 
ports of members to the Federation, it is expected that it will be possible to 
determine the normal percentage to capacity at which member plants are operated in 
the various territories: At that time members will be asked to build a secondary 
budget based upon the average percentage to capacity for their region. 


Operating Budget 


The budget rate of activity having been determined, the next step is to 
prepare a carefully worked out monthly manufacturing, administrative and selling 
budget. This budget must be built up in the same detail and with the same classifi- 
cations that are to be used by the accounting department in determining and recording 
the actual expenses incurred: The whole meat of this method of cost determination 
lies in a comparison of the amounts actually expended with the standards set up in 
the budget. 


For this purpose we recommend the use of Form 2, which under Section "A" 
sets forth in exact detail the various elements which should be included in the 
manufacturing budget; in Section "B" the various items which should be included in 
the administrative budget, and in Section "C" the various items which should be 
included in the selling budget. 


In the smaller mills, where a detailed division of the expenses is unneces- 
sary and undesirable from the standpoint of clerical economy, the division of the 
cost items can, if desired, stop with the main classifications indicated on Form 2. 

The larger mills, where it is necessary to keep a more detailed analytical record of 
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the expenditures, are urged to adopt the standard list of operating accounts out— 
lined on Forms 4 and 4-A. Even this list can be elaborated by additional sub— 
classifications. In other words, the plan which we suggest is so elastic that it 
can be used by both the smallest and the largest mills, bringing out information in 
as much or as little detail as desired — and yet making the totals and the per 
barrel costs of these totals absolutely comparable. 


Form 2, then, will serve three purposes = first, for the member's own use 
it will serve as a yearly and monthly budget; second, it will enable him to compare 
each month's actual performance with his budget; and third, it will serve as the 
report which each mill will make monthly or at such other periods as may be agreed 
upon, to the central office of the Federation, so that composite costs may be com- 
piled for different territories, different sizes of mills and for the industry as a 
whole. 


Budget _ of Fixed Charges 


As a preliminary to the development of Form 2 it is necessary to determine 
the fixed charges, and this can best be done on a sheet as per Form 3. This sheet 
should be worked out once a year at the time of preparing the budget, and having been 
worked out does not need to be touched again until a new budget is prepared. No 
changes will even then be necessary unless additions to the property have been made 
or variations in valuation occur. It is through this fixed charge sheet that we 
determine monthly charges to operating costs for depreciation, actual interest, 
insurance and taxes. ary 


Depreciation 


Discussing these fixed charges in detail we come first to depreciation. 
Many practices in regard to depreciation are now carried on in the industry, many 
companies making regular and definite monthly depreciation charges, while others 
ignore the item until the end of the year and then make a charge depending on the 
amount of the profits. 


It is our earnest recommendation that it be definitely recognized that 

_ depreciation is a vital and necessary cost, and that proper depreciation charges be 
included in the budget and in the actual operating figures which are worked out 
monthly for comparison with the budget. A definite schedule for depreciation rates 
should be adopted by the industry. As a basis for your consideration we recommend 
the following schedule: 


Buildings - Concrete . 2% 
Brick and Steel 5% 
Mill Construction 4% 
Ordinary Brick 5% 
Frame 6% 
Machinery and Operating Equipment _10% 
General Equipment 10% 
Office Furniture, Fixtures & Equipment 15% 
Automobiles and Auto trucks 25% 


It is obvious that no depreciation should be charged against the investment 
in inventories, land, cash and accounts receivable. 


The amount of depreciation charged into costs monthly will be one-twelfth 
of this total amount and the debit to costs will be offset by a credit to the 
Depreciation Reserve. The only debits to this reserve account will be amounts 
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Budget of All Other Charges 


Having entered the fixed charges from Form 3 on Form 2, the other charges 
called for on each line of Form 2 are budgeted separately. The range of the items 
to be considered are suggested by the list of expense account titles provided on 
Forms 4 and 4-A. 


; There is no member whose account titles have in the past agreed exactly 
with the list given. Nevertheless, whatever the titles used the expenditures will 
have been of a nature that will more or less readily fit this line-up of accounts. 
It is not imperative that members adopt the suggested titles so long as it is 
possible to group the existing accounts to provide the broad classifications of 
out-go shown on Form 2. However, it will be found advantageous to adopt the 
Standard titles, because it will simplify reporting and because it will make pos- 
Sible highly detailed comparisons between plants where desired in addition to the 
broad comparisons mentioned above. 


The list of expense account titles shown on Form 4 comprises a great many 
more items than are called for on the budget as shown on Form 2 It is necessary, 
then, to provide collection sheets on which the group totals may be secured: See 
Form 5, Power Charges; Form 6, Auto and Truck Expense; Form 9, General Manufacturing 
Expense; Form 10, General Administration Expense; Form 1l, General Office Selling 
Expense; Form 12, Outside Selling Expense, and Form 13, Branch Office Selling Expense. 


In two of the elements of cost the budget calls for more detail than is 
provided by the ledger accounts. Hence, we have Form 7, which gives an analysis of 
payroll by departments, and Form 8, which makes a departmental analysis of salaries. 
Forms 5 to 13, then, are to be filled out with amounts which conservatively rep- 
resent the estimated expenditures to be included when operating at the budgeted 
percentage to capacity. The amounts are then transferred to Form 2, where they com- 
plete the necessary entries in the budget column. 


The next step is to figure the budgeted cost per barrel for each item and 
for each total. The number of barrels to be used in this calculation is the 
budgeted standard. 


Comparison of Actual Cost With Standard Cost 


An examination of Forms 5 to 13 will indicate that they are intended to be 
used not only as an aid in building the budget but also to serve each month to 
compile the actual cost. The monthly procedure is naturally about the same as that 
gone through in building the budget. The totals, when compiled on this sheet, are 
transferred to their respective positions on Form 2, and thus provide the detailed 
monthly comparison between the budget and the actual cost of operating. 


The next step is to show the profit or loss in actual costs as compared 
with budgets, entering the amounts in the "Variation" columns of all three sections 
of Form 2. Profits will be entered in black ink, losses in red ink. The variation 
is shown on a per barrel basis only. 


. The final step is to make summaries of the totals listed on last lines 
of sections "A", "B" and "C" to their respective positions on the lower lines 
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of Form 2. The monthly budget column will then show the standard costs to make 

and sell. The actual cost column will show the actual cost to make and sell for the 
current month; and the profit and loss section will provide the per barrel figures 
in the same comprehensive waye We then have in highly graphic and concentrated 
form a picture of the current costs of the business as measured against fixed 
standards. 


Standard Cost Card 


Having followed through the building of the budget we turn to consider the 
use to be made of the standard costs in fixing prices. Some mills do not take the 
trouble to actually refigure costs and prices with every change in market quotations. 
They move the selling prices up or down, but the extent of the move is quite liable 
to be governed by the "mover's" state of mind at the moment. This we think is at the 
bottom of more trouble than would seem at first glance, and without endeavoring to 
point out the faults, let us emphasize the value and importance of the accurate re-=- 
figuring of costs whenever there is a perceptible change in the market price of 
wheat, clears, offal or sacks. Furthermore, let us recommend that this refiguring 
be done in the accounting department or elSewhere by someone who is not liable to be 
under the influence of sales pressure. 


The simplest formula for figuring costs and selling prices is as follows: 

Wheat at replacement value for kinds and grades required at standard 
yield, including premiums and freight on wheats In other words, the 
milling mixture price agreed upon between the Grain Department 
and the Mill Department. 

Operation at standard unit costs per barrel - for manufacturing, administra- 
tion and selling, omitting branch office and other special selling 


costS.e 


Deductions for offal at market or anticipated price, whichever is lower, 
less $2.00 a ton. 


Cost of barrel of straight 100% flour f.o.b. mill. 


Deductions for clears at market or anticipated selling price, whichever 
is lower, less 40 cents a barrel. 


Adjust to cost of full barrel 196 lbs. _% patent flour. 


Add to above the cost of two 98 lb. sacks, including freight, on basis 
of purchase in 1,000 lots. 


Add freight to destination. 


Total 





Also add other special charges for additional sales effort such as 
salesmen, brokers and the like. 


Also add branch office selling if sales are through branch offices. 


Total 





(2) =) 
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The total will be today's standard cost for the grade figured; first, if 
sold by home office; second, if additional sales effort has been used; third, if 
sold through branches. 


Form 14 is a condensed standard cost card for figuring the cost of a barrel 
of flour, including profits and indicating a selling price. In many mills it will be 
possible to do all figuring of cost on the condensed cost card. 


Detailed Standard Cost Cards 


Form 15A is a detailed standard cost card for determining the cost of 100% 
flour. Form 15B is a supplementary detailed standard cost card beginning with the 
cost of 100% flour, following with grading adjustments for clears, adding supple- 
mentary costs for containers, and also for outside selling and branch offices; thus 
leading to the total cost at standard and the indicating of profit and selling 
price. The detailed standard cost cards are given in order to provide the detailed 
procedure for securing the grain contract price of milling mixtures and for building 
the condensed standard cost card. 


The first sheet of the detailed standard cost card is for determining the 
cost of 100% flour. For this reason it provides for, deduction for offal but not for 
the deduction of clears in making grade adjustments. At the head of the card pro- 
vision is made for the grade, the date of the card, the card number, the basic future 
and the standard yield, with the understanding that 4 lbs. may be added as a safety 
for invisible loss. . 


The section for cost of wheat provides for blending of four different 
grades and protein content, leading to the final blend, the number of pounds at 
standard yield and the total cost of the wheat for one barrel of flour. If freight 
on wheat has not been included in the prices used, then the amount for freight will 
be added, leading to the total cost of wheat and freight. The result will conform 
with the price charged the mill for the milling mixture. 


In deductions for offal, the basis is for one barrel bulk price, mill, 
less the $2.00 a ton allowance. Provision is made for indicating the current or 
anticipated price per ton, whichever is lower; the number of pounds deduction on a 
barrel of flour, the rate per pound and the allowance price, leading to the total 
deductions for offal and the net cost of wheat for barrel of 100% flour after con- 
Sidering the allowance for offal as a deduction from the cost of wheat. 


The cost of operation is figured at standard costs per barrel as developed 
on Form 2. The costs which should be considered are those for manufacturing, admin- 
istration and office selling at standard cost per barrel, leading to the total 
operation cost at standard and to the bulk cost of 100% flour. This cost may be 
carried forward to the second sheet, Form 15B, the supplementary detailed standard 
cost card. There may be Several supplementary cards for different grades of patent 
flour, and for different supplementary costs, selling expenses, etc., all based on a 
Single bulk cost, leading to different total costs. 


At the head of the supplementary standard cost card, Form 15B, is indi- 
cated the particular grade of patent, the date and the cost card number of the 
original card, with a supplementary letter or figure to indicate the particular sup- 
plementary card. This card begins with the bulk price of 100% flour brought forward 
from the end of the master card. The gradings for adjustment are for first and 
second clears on one barrel basis, bulk price, mill, less the 40 cent allowance 
recommended. Provision is made for indicating the percent of each clear, the number 
of pounds per barrel of flour, the price per pound on the indicated barrel basis, 
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leading to the total allowance for clears and to the standard cost of "less than 
196 lbs." of a certain percent of patent. To change the "less than a barrel" of 
patent to full barrel of 196 lbs., the "less than barrel cost" should be divided by 
the percentage represented by the extraction of patent and multiplied by 100. 


To the cost of 196 lbs. barrel of patent, provision is made for adding the 
Supplementary costs for containers on the basis of two 98 lb. cottons, and any 
freight on the flour to destination. This leads to the total cost, basis draft car- 
load deliveries, at standard cost of operation, but including only the regular 
office costs for selling. 


To this cost may be added any additional charges for outside selling, 
such as salesmen's salaries, expenses, commission and brokerage, leading to a total 
including outside selling expense at standard. The outside selling cost per barrel 
will be calculated only on barrels so sold. 


When the product is to be sold through branch offices, the branch office 
cost per barrel will be added. MThe branch office cost is to be figured on the quan- 
tity sold by the branch office. In other words, for figuring branch office ex- 
penses per barrel the total budgeted branch office costs will be divided by the 
budgeted number of barrels of flour for the branch, leading to a branch office cost 
per barrel at standard. This is the rate per barrel which will be used for branch 
offices, and not the rate per barrel figured on Form 2, which was on total rather 
than branch office basis. 


The next item is the total cost at standard, to which is added a profit, 
leading to the selling price or quotation price for the conditions indicated on 
each individual supplementary card. 


To summarize very briefly: In the preceding pages we have outlined the 
uniform method of handling offal credits; the manner of separating the Grain 
Department from the Mill Department of the business; the procedure necessary in build- 
ing the budget and securing actual costs; and finally we have illustrated the way 
in which the budgeted operating unit costs should be used in compiling the daily 
cost cards. General accounting methods are dealt with in the following section. 
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GENERAL ACCOUNTING 


To this point the records discussed have been largely in connection with 
cost accounting but from this point forward the discussion will deal with the 
method of handling the ledger accounts and bringing out the monthly profit and loss. 


It is important that we secure a high degree of uniformity in cost account- 
ing details because only through strict uniformity can we make acceptable cost com= 
parisons between plants. When it comes to the general accounting procedure, how-= 
ever, uniformity in all details is less imperative. In lining up the accounts and 
the procedure we must be sure that the distinction is made between Grain Department 
profit and loss and Mill Department profit and loss, but beyond this, our concern is 
largely to insure that all of the elements necessary to the securing of a complete 
picture of the business are properly presented. There is more than one way in which 
the details may be handled but the plan outlined in the following pages is 
recommended as being simple and effective. 


The business of a milling company comprises both open and closed trans-= 
actions. Among the open transactions are purchases of wheat in the form of open 
contracts "on track and to arrive", open futures and unfilled flour and feed book= 
ings. To these, under this system, must be added the commitments of the Grain De= 
partment to the Mill Department; that is, the unfilled grain contracts. The closed 
transactions comprise wheat purchased and on hand, flour and feed in process and 
Stock, flour and feed sold and shipped and all other items of out-go and income 
such as are ordinarily recorded in the general books. In most plants it is diffi- 
cult to get a complete and satisfactory picture of the current status of the business 
through ledger accounts that deal only with closed transactions. 


By way of illustrating this point further it may be wise to recall that in 
the previous pages we have pointed out the difficulty of "earmarking" the grain de~ 
livered to the mill as applicable to any specific sale, and have provided that the 
grain shall be charged to the Mill Department at prices based on the grain con- 
tracts, taking them in the chronological order of their booking. 


The Grain Department, during the month, may supply to the mill wheat which 
has been purchased at higher or lower prices than that bought to cover the grain 
contracts according to their booking order. In other words, the cost of the wheat 
delivered during the month will not be Strictly comparable with the grain contract 
value as charged to the Mill Department. Similarly, the mill will deliver flour in 
accordan with agreed upon dates or to suit the customer's convenience, and the 
actual deliveries will not agree with the order of grain contract bookings. Hence 
the month's cost of wheat ground and shipped, according to grain contract bookings, 
_will not be strictly comparable with the month's billings for flour. If, then, the 
profit or loss is based on strictly closed transactions it will be fluctuated up or 
down accidentally by the influence of the open transactions, The above is true, of 
course, whether there are two departmental profit and loss accounts as suggested, 
or only one, 


This is a feature of flour mill accounting that is met, according to 
rather widely accepted practice, by the bringing of all factors to market on the 
dates of "cut-off" - usually at the end of each month. Under the plan outlined 
herein the ledger accounts are restricted to chosed transactions but the open trans= 
actions are recognized as part of the monthly profit and loss statements. These 
Statements, treating both closed and open transactions, give a complete picture of 
the current standing. 


With these general comments we may proceed with a more detailed descrip- 
tion of the accounting plan, 
-14-— 
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Ledger Accounts 


To begin with, the ledger account titles are aligned on Form 16. This 
form suggests a plan of account numbering which will be found helpful. At the top 
of each column is a capital letter and at the left of each section is a number for each 
line. The account symbol is determined by the column and line. Account A-1l, is 
Cash, A=-2, Petty Cash, etc. 


The list of detailed expense account titles has already been discussed 
in connection with the building of the budgets. This list will be found on Form 4. 
In addition to this we have provided Appendix A, in which all ledger accounts are 
named and the debits and credits to each account are described. 


Voucher Register 


Before discussing the ledger accounts further it may seem wise to show 
how the various items of out-go are gathered so as to form the basis of the charges 
to the operating accounts. All charges are first entered in the Voucher Register, 
Form 17, whether from bills and invoices, payrolls, salary rolls, or what not. A 
separate column is provided for each sub-division to which many charges will be 
made each month. The miscellaneous column provides for sub-divisions for which the 
charges are not frequent. 


It will be noted on Form 17 that for each distribution column there is 
also an adjacent column for account numbers. By the use of columnar "recap" sheets 
it is convenient to analyze the charges in any column at the end of the month and to 
summarize them by account numbers. When it is desirable to have sub-divisions of 
the ledger accounts, a sub number may be added to the account number to indicate the 
subordinate title, sheet or card. 


The total of the inventory columns will be posted to Supplies and Repairs, 
Wheat and Containers, respectively, and the total for freight will be re-distributed 
as charges to Supplies and Repairs, Wheat and Containers. Accounts Payable will be 
credited for the total of all charges in the Voucher Register. On the left side of 
the sheet provision is made for entering the payments from the Check Register. 


The entries for fixed charges, supplies and repair materials, where same 
are issued from stores, and any other charges not made from invoices or payrolls, 
will be checked off the same as if paid, but only when the proper journal entries 
have been made debiting Accounts Payable and crediting Depreciation Reserve, Inter- 
est Reserve, Tax Reserve, Insurance Reserve, and so on, for any charges made in 
Voucher Register other than from invoices and payrolls. The total of the items not 
marked paid or otherwise checked should correspond exactly with the file of unpaid 
bills and the balance of the Accounts Payable account in the general ledger, in- 
cluding any accrued or unpaid payroll. 


Graphic Chart of Operating Accounts 


Form No. 18 is a graphic chart that will serve to give some idea of the 
methods advised so far as operating accounts are concerned. 


It will first be noticed that the distinction between the Grain Department 
and the Mill Department is maintained through the introduction of two ledger 
accounts. In addition to the usual Wheat account we have a Cost of Wheat Sales 
account and a Wheat Sales account. The difference between these two accounts 
represents the Grain Department's profit or loss. In the Mill Department we have a 
Cost of Flour and Feed Sales account and the difference between that and the Flour 
and Feed Sales account represents the Mill Department's profit or loss. 
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The second point to be noticed is that the debit to Product in Process 
and Stock account covering the month's operating cost is made at standard units. 
The credits are to control accounts which are directly comparable with the related 
accounts which carry the actual expenditures. The difference between the stand- 
ard and the actual expenditures goes directly to the Mill Department Profit and Loss 
account. The bringing out of these operating profit or loss figures as definite 
items will serve to focus attention upon then. 


The carrying of the goods in process at standard operating units means 
that the Cost of Flour and Feed Sales account conforms strictly with the related 
daily cost cards so far as labor and expense items are concerned. fThe account, 
however, does not necessarily conform to the daily cost cards in the case of the 
wheat cost: Any discrepancy in this direction is taken care of by the bringing 
to market of the Mill Department's open trades as described later. 


The two accounts that deal with open transactions, namely, Grain Open 
Trades to Market and Mill Open Trades to Market are given on this chart although 
they may be left out of the ledger at time of monthly "cut off" if desired. As the 
‘System is outlined in the following pages these items appear as part of the monthly 
profit or loss statements only. 


Determining Cost of Wheat Delivered to Mill Department 


We now come to the point where it is necessary to fix upon the basis of 
calculating the cost of the wheat delivered to the Mill Department. There are three 
ways in which this may be done; first, by pricing the wheat delivered during the 
month or on hand at the end of the month at average cost; second, by valuing the 
inventory at market; and third, by calculating the inventory at cost or market, 
whichever is lower. 


The simplest manner in which the charge may be made is illustrated by the 


following formula: 
Quantity Value 


Inventory beginning of month at mark€t.ccccccescccccveccccacs bu $ 
Maloaded during the month at coStcccccccccsccccgecsvdecceccesece bu $ 

MMM Leste dha Se uis ais’ eiaislc' odd s’ele aise «islahita's oleisie'aa ars teiw Wide svie's eae bu $ 
Inventory at end of month (at market). .cceccccssccvesecrecvcecers but: ee 
Difference = delivered to Mill Department....cccesccesessceesee bu $ 


The use of "market" value rather than "cost", even where cost is lower, is 
justified in the above formula only in caSe all other elements are brought to the 
identical "market" figure in succeeding computations. 


When the above valuation is made on a cost basis rather than at market that 
course merely entails the bringing out of the difference between cost and market as an 
additional element of the monthly adjustment to market in the departmental profit 
and loss statements described in the following pages. 


Grain Contract Value of Wheat Delivered To Mill Department 


We have previously stated that the wheat shall be priced on replacement 
value on the day the flour orders are booked by the Mill Department. We have further 
stated — because it is impractical in many mills to "earmark" the grain as going into 
specific sales - that the wheat shall be charged to the Mill Department in the 
order of the grain contract bookings. 
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In ordinary practice the grain contracts will represent the wheat equiv- 
alent of the group of flour sales made on a given date and to be manufactured from 
& given milling mixture. The total amount of wheat delivered for the month, then, 
will be priced at varying amounts, taking each contract in order of the booking date 
until the amount delivered has been completely covered. This procedure has already 
been discussed in connection with the Grain Contract Record, Form l. 


Product in Process and Stock Account 





The Product in Process and Stock account is a controlling account for 
the mill. It is debited with the wheat received from the Grain Department at grain 
contract prices in accordance with the booking order of the contracts. The off- 
setting credit entry is to Wheat Sales account. 


Product in Process and Stock account is also debited with the manufac- 
turing, administration and selling cost at standard units, the amount of the charges 
being determined by multiplying the total production in barrels by the units estab- 
lished in the budget. The off-setting credit entries are to controlling accounts 
for each of the three classes of expenditures; that is, Manufacturing Costs, Admin- 
istration Costs and Selling Costs. 


This account is also debited with the containers used. Prices are based 
on 98's cotton, in one thousand lots, plus the current Federation differentials. 


Cost of Flour and Feed Sales 


In order to determine the Cost of Flour and Feed Sales it is necessary 
to establish first the inventory value of the flour and feed on hand at the end of 
the month. There are three figures on which the inventory may be priced; first, at 
cost according to average grain contract prices plus standard units for making and 
selling; second, at market for the wheat plus standard units for making and 
selling; third, at cost or market, whichever is lower. Clears and offals must, of 
course, be valued as well as the patent flour, and the simplest method is to value 
all at "market". That is, patent at "market" for the wheat plus standard units for 
making and selling, and clears and offal at market less the standard deductions. 


In cases where the stock is valued at cost it merely means that the dif- 
ference between cost and market becomes an additional item in the adjustments to 
market value, which are an element of the departmental monthly profit and loss 
statements. 


The value of the flour and feed inventory becomes a credit to the Product 
in Process and Stock account and the account is cleared by journal entry into Cost 
of Flour and Feed Sales account. The difference between Cost of Flour and Feed 
Sales account and the Flour and Feed Sales account represents the Mill Depart- 
ment's profit or loss on closed transactions. 


Monthly Journal Entries 


The monthly journal entries are outlined on Form 19. The first entries 
cover the budgeted fixed charges and reserves and take care of any splitting of 
general charges between manufacturing, administrative and selling expenses. The 
final entries deal with the controlling accounts and cover the costs of operating as 
established by inventory, etc. This list considered in relation to the Graphic 
Chart of Accounts, Form 18, will give in simplified form a clear idea of the general 
accounting plan, . 
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Profit and Loss Statements 


Form 20 outlines the profit and loss statement for the Grain Department. 
It begins with the profit or loss on wheat delivered to the Mill Department, which 
figure is increased or decreased by the profit or loss on closed options. The net 
result will agree with the Grain Department Profit or Loss account, which reflects 
only closed transactions. 


The open transactions are next considered and the statements show the re=- 
sult of the bringing to market of three factors; first, the wheat in transit (0.7. 
and T.A.'S); second, the open futures; and third, the unfilled grain contracts with 
the Mill Department. (In cases where the inventory is at cost rather than market 
the difference between these two valuations must be added to the above items.) 


The result of the combination of open and closed transactions is to bring 
out the net profit or loss secured in wheat transactions. 


Turning to Form 21 which outlines the profit or loss statement for the 
Mill Department, we find that it begins with the sales of flour and feed, and having 
made allowances for deductions, arrives at the net selling value. Against this 
figure is thrown the cost of the wheat according to grain contract prices, assuming 
delivery to be made in the order of the grain contract bookings. To this is added 
the manufacturing, administration, selling and container cost at standard, thus 
arriving at the total operating cost. 


Following this we deduct the value of the flour and feed inventory at 
market, thus arriving at a net operating cost which is finally increased or reduced 
by the variations between the standard and the actual operating costs. The result 
will then agree with the profit and loss on closed transactions as shown by the 
ledger account. 


The next step is to introduce the effect of bringing to market the open 
transactions. There are two elements to be considered; first, the unfilled grain 
contracts which have already been shown in the Grain Department's statement; and, 
second, the unfilled bookings of flour and feed. (In case flour on hand has been 
valued at cost rather than at market, the difference between the two valuations must 
be added to those mentioned above.) 


Finally there are certain supplementary profit or loss items, such as 
commissions, income from investment, and various miscellaneous items. The net 
result gives a picture of the complete operations of the Mill Department covering 
both closed and open transactions. 


In actual practice both Grain Department and Mill Department profit and 


loss statements should be worked out on monthly and cumulative figures for the 
period. 
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CONCLUSION 


The main structure of the uniform system has been outlined in the preceding 
pages; there are, however, certain supplementary features which may be of interest 
especially to the larger mills. We think it unwise to burden the Manual with a 
detailed description of these supplementary features because the needs of individual 
members differ so far as these forms are concerned. We will mention three of them 
briefly, however, in order to indicate that the Federation is in a position to offer 
suggestions along such lines. 


Wheat Premium Analysis 


The mill that grinds a variety of wheats is likely to find that it is "long" 
or "short" by grades, and as the premium for cash wheat varies by grades and varies 
from day to day, it may be advisable to analyze each day the effect of the fluctua- 
tions. 


The procedure will be to build a record of the quantity of all wheat on 
hand and purchased to arrive, tabulated by grades; together with a statement of the 
various grades required on the unfilled orders. These two statements bring out a 
series of daily balances showing the "long" or "Short" position by grades. To show 
the result of premium changes all under-sold or over=-sold wheat will be calculated 
‘at the amount per bushel of the difference between the previous day's premium and 
the current day's premium; thus leading to a daily statement of loss or gain due to 
premium fluctuations. 


An example of the method of making daily wheat Be ae analysis and of 
the form used for this purpose will be found in Form 22, 


By-Product Analysis 


In building the daily cost card it is assumed that there will be a bal- 
anced condition between the sales of patent flour and the sales of by-products: This 
balanced condition will not always be maintained, and it is advisable in many plants 
to have a running analysis of the figures both as to tonnage available according to 
standard yield at cost card values = and as to sales, with assumed cost card values 
compared against actual selling prices; thus leading to a showing of the loss or 
gain over standard by-product values, 


An example of the method of analyzing by-product sales and of the form to 
be used for this purpose will be found in Form 23. — 


Flour Sales Analysis 


A flour sales analysis will of course always deal with quantities either 
in totals, by salesmen, or by territories, branches, etc. It will also deal with 
selling values, and with gross margins or with net margins per barrel, in the way 
that lends itself most acceptably to the individual member's needs. 


The purpose of the daily analysis of wheat premiums, by-products, sales, 
etc., is to give the executive a daily showing that will be up-to-date, detailed 
and comprehensive. The cumulative effect of such figures is in many cases now known 
only at the end of the month when the results are bulked or averaged in the profit 
or loss statement. The idea here is to show the figures in such a way that they may 
be scrutinized individually and promptly and thus lend themselves to executive 
control. 
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An example of the method of making flour sales analysis and the form used 
for this purpose will be found in Form 24. 


Vital Factors of the System 


To those members who may hesitate for any reason to accept the uniform plan 
as a whole it may be wise to say that the various features of the system are not all 
equally important. The first and most vital step is the building of the budget, the 
use of the resulting standard units in the compilation of the daily cost card, and 
the reporting of the budgeted and actual costs periodically to the Federation. 
Beyond this it is also highly important that members separate the grain purchasing 
from the milling end of the business in order that the speculative profits may be 
distinguished from the profits made in manufacturing and merchandising the flour. 
Members will find that their existing systems may be supplemented by these particular 
features with an additional amount of clerical effort So small as to be negligible. 


In connection with the general accounting system it may be well to 
emphasize especially the fact that the contractural features of the milling busi- 
ness, both as to purchasing and sales, are of such importance that open transactions 
cannot be ignored if a complete picture of the current status of the business is to 
be secured. This means that the most vital factor in the general accounting plan is 
the provision made for the bringing of open transactions to market. However, this 
is a feature that can readily be adopted in connection with existing systems even 
though such systems do not agree at all points with the uniform plan. 


Finally the system as a whole is offered to millers in the belief that it 


is simple but highly effective and that it can be operated with an amount of clerical 
effort little or no greater than that required by most existing systems. 
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(Grain Dept Sales) 


March 1 


4 

5 

etce 

etc. 
Total for month 
Adds 


Unfilled sales balance 
from previous month 


Deduct : 
Grind for month 


Net Unfilled Contracts 


Note: Set up separate contract records for each basic mixture, 


GRAIN CONTRACT RECORD 


Hard Wheat Sales 
Total 
Bbls. 
Flour 
Daily 
1500 
1000 
2000 
5000 


7000 


16500 


25000 


41500 


25000 


16500 


BON ee 


Est. 
Bue 


6750 


4500 


9000 


22500 


51500 


74250 


112500 


186750 


112500 


74250 


(Mill Dept Purchases) 


Mixture 
Daily 
Mkt. 
$1.01 


1.02 


$1.018 


$1025 


$1.0222 


$1.025 


$1.018 


Form 1 


Amount 
$6817.50 

4590.00 

9270.00 
23400.00 


51500.00 


$75577.50 


$115312.50 


$190890.00 


$115312.50 


$ 75577250 
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MILLERS’ NATIONAL FEDERATION Form 2 


COMPARISON REPORT 





























(CONFIDENTIAL) 
Re te eel lek ts vAddrostiues) fog SINT oA Swe van OO Re : 
Penner oixeiVionths! Period Ending... oe ee Bbls. 
Budgeted Output Same Period... ... ee a eee, See ei Bbls. Actual (Output Same Periods 03s ccccicat eos hee 
Budgeted Percent to Capacity........... I dead le Dees I LO Jo Actual Percent to Gapatity.:. 20 Jo 
SEC. A BUDGET AG RU AL COST VARIATION PER BBL. 
MANUFACTURING COST Amount OV sPer Bbk Amount Per Bbl. Gain 
: Elevator 
ee andi Of 
Power Charges 
Mill and Elevator Labor 
Supplies and Repairs 
General Manfg. Expense 
Total Manfg. Cost | 
SEC. B BUDGET AGUA COs: VARIATION PER BBL. 
ADMINISTRATION COST Amount ; Amount Per Bbl. Gain 


Executive Salaries 


Clerical Salaries 


Traveling Expense 


General Admin. Expense 


Total Admin. Cost 









SEC. C BUDGET AGITUAL GOST VARIATION PER BBL. 
SELLING COST Amount Per Bbl. Amount Per Bbl. Loss Gain 


Supervision and Clerical 


Traveling Expense nae 


Telephone and Telegraph 


Reserve for Bad Debts 


Advertising -- General 


General Selling Expense 


Total Office Selling Cost 
Manfg., Admin. and 


Total Office Selling Costs 


_*QOutside Selling Cost 


Manfg., Admin., Office 
otal 1 % Outside Selling Cost 


Branch Office 
Selling Cost 





Grand Total Manfg.,Admin. 
& All Selling Costs. 


* This total should not include Branch Office Expense. 99 
Pe woos 
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BUDGET OF FIXED CHARGES 





V ALUATION 


FIXED CHARGE ITEMS | TOTALS 





| 
AT DEPRECIATION INTEREST 
Cost INSURANCE 1) TAXES: ie VE 
RATE AMOUNT RATE AMOUNT MONTHS 
ee ee a ee = = 























’ Land $ 
_ Storage Tanks $ : yo | $ 
Elevator and Mill Buildings | $ 4 %o $ 














. Elev. % Mill Machy. & Equip.| $ to $ | | 
ee achy. 8 Equip! ES A Oe eae ne 





Power Building $ | fo | $ 


Power Equipment $ to | $ 





Difice Building $ % | $ ee ee aig 





~ Office Equipment si Jo | $ 








Auto and Trucks of %| $ 








Total Fixed Investment $ Rammer yee he i ey $ 


_ Estimated Total Depreciation . $ | | $ 





Estimated Total Insurance - General $ $ 








- Estimated Total Taxes - Real Estate | | $ | $ 











_ Estimated Total Taxes - Personal $ $ 








Estimated Interest Charges 








Bills Payable 







Bonds 





Total Interest 


Miscellaneous Items 








Compensation Insurance $ | $ 











Use and Occupancy Insurance $ $ 





Life Insurance - Mill Employees $ $ 








Life Insurance - Office Employees $ $ 





Auto and Truck Insurance $ | $ 


Grand Total 12 Months $ $ $ $ $ 








; 


' Grand Total 1 Month | $ $ $ | $ $ 


Analysis of Monthly Totals 





__Manvfacturing Expense Depreciation \ | $ 





Auto and Truck Depreciation b $ | 








Manufacturing Expense Insurance - General $ 





Auto and Truck Insurance $ 








t . ‘ | 
- Manufacturing Expense Taxes $ | | 
Manufacturing Expense Interest | $ 


General Manufacturing Ex. - Compensation Ins. $ 





—eneral Mianutacturing ©x.-Compensation Ins. | ; eae ae 
General Manufacturing Ex. - Life Insurance $ | PORES UR cA fe oma Rea, 


General Admis. Expense - Life Insurance $ | 


General Admis. Expense - Use and Occupancy Ins. $ 




















Totals | $ | $ $ $ 













eVeyT rT] ani 


- 0. | etn — oer mn - ee we te ¢ ja a ae 


Abt ; Pei Ag “i aan sr ae, ; 
int) vs i { “ 2aza’t i stehiakh — Ae hee le 
(aan rune f reuial tan athe Sn ts 


= wri warms ‘eh WRI Pak ad hor 


: 
i ‘ . 
z cou ee a i ph. edie naiie [ oo So ; — 
Pie 
oorcae ePaper ae RPL oe Te 
j a “ - 
e Shek ate a J 
f ‘ 
i ey * 
ike inital iene thal cil 











| oes —— . ‘a 
-—~\, 
i 
B . oo ee ey misor vont 
| a ore, Po ~ oom 
; | A 
t Neva % migherepuensencpenet a ee ne ne ee 
' 7 \ 
; 
: a athets - ‘ _ ——- ae i ee a enn EET ce cea 
; 4 
- - ‘ moaned or oe i ign on®, 2 a 
i 
: i % 
o~ spree <tc has 
‘ 
| ¥ _— 
Q ‘fe 
| 1 
q i - 4 * J has * oe . = ph pl yas ea 
on i) 
: re R P pra 
H og 
P. ‘ ¥ Sigukite conti . ae : 
7 (¢ 
i t 
: s 
‘ s 7 ~ , = _ memrangemetent artleaty joergens - -~ 4 va 
4 i 
, ‘ 
j \ 
i . . ania 
: 
ot * 
i 
‘ " a - ed Cie 
‘4 
——— < - - a ee « 
- 
ae oor De — - es pantt - wp Say ene oe toners enn anita 
¢ © 
pone pactynmninagy a ry cae 0-2 yey cm eee ry eee ni — te ee Se a Se eee 8Or Nes 
2 td ed 
* \ 2 ¥ ' 
i atv ct teintirhte ais —phemnes ae een st + Omri naiere thmgene 
7 
; 
= % b 2 
: fap ane ten pS AS: en ree re sewage | cen hn ltt may tg hab A a ig i clara yl ie itt cherries tn aa in eee eae raat 
, 
i 4 . b 
; dh bn slnatien tel aa aint in cin : a. 8S thie a e a —e ve EE ee errern eaeee mrt ne ee ee eens ee eer 
7 i 
: j 
; 
{ Pe i y 1s an be — Ow ere ee 
i 1 
| ae 
5 , 
: 
; anaes See inpintareettn — . aa 
y 
if 
} ain a = 
t ell li en—shetcictacihin, | pba a * 
‘ 
; 
gue a we . er ae —- 
¢ 
; 
; 2 
NEL TS SS eae: Eg ae Pe RENAE j al 
: 
+ ee ee ae Tee ee ee eee «, ) new vor oewes 


stulsienitiientiaiabasaedatiiieasareae yttetase on 


RE ert OS Ape teat He Ae ti an 


a [ 
‘ 
ce Se en ee eee eee BS ee en dep epee A eee en gpenye an 14 ine oan ES pelt Am meres 
7 


otoesiperes mei titi hot | cohen SY 


i tah et 


i 1 





400 


500 
501 
502 
503 


700 


800 
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CONDENSED STANDARD LIST EXPENSE ACCOUNT TITLES 


penutacturing Perec Fixed Charges 
Power Charges 
* _ Mill and Elevator Labor 
7 : Supplies and Repairs 
" ¥ General Expense 


Administration et Oe Executive Salaries 
e Clerical Salaries 
u i Traveling Expense 
i . General Expense 


Office Selling Expense Supervision and Clerical 
fl ; + Traveling Expense 
* : i Telephone and Telegraph 
y . Reserve for Bad Debts 
” ,- : Advertising - General 
" iy 4 General Expense 


- 7 Outside Selling Expense 


- 15 Branch Office Expense 


apAa 


Form 4 
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200 


300 


400 
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Form 4-—A 


DETAILED STANDARD LIST EXPENSE ACCOUNT TITLES 


Pay Roll Account 


Power Charges 
200-1 Fuel 


200—2 Purchased 
200-3 Supplies 


200—4 Repairs 


200-5 Labor 


200-6 General Expense 


Auto and Truck Expense 


Manufacturing Expense 


300-1 Gas and Oil 

300—2 Tires 

500-3 Supplies and Repairs 
300—4 Labor . 

300—5 Insurance 

300-6 Depreciation 

300—7 General Expense 


Fixed Charges 


400—1 Interest 

400-2 Depreciation 

400-3 Insurance — General 
400—4 Taxes — Property 


Manufacturing Expense Power Charges 
Manufacturing Expefise Mill and Elevator Labor 


Manufacturing Expense 


" " W 
" W wW 


Manufacturing Expense General Expense 


" " 404— 1 
n " 404— 2 
" " 404— 3 
" " 404— 4 
" " 404— 5 
n " 404— 6 
" " 404— 7 
" " 404— 8 
" " 404- 9 
" " 404-10 


-25- 


WU 402-1 Supervision and Clerical 
4 402-2 Elevator Labor 

ul 402-3 Millers 

“i 402-4 Packing and Shipping 
402-5 Maintenance 

" 402-6 Common 


Supplies and Repairs 


403-1 Supplies 
403-2 Repairs 


Stationery and Printing 
Express and Parcel Post 
Bleaching 

Compensation Insurance 
Employees Life Insurance 
Laboratory Salary and Expense 
Share Auto and Truck Charges 
Telephone and Telegraph 
Quality Rebates 
Miscellaneous 
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Form 4—A (Continued) 


DETAILED STANDARD LIST EXPENSE ACCOUNT TITLES (Continued) 


500 Administration ponents Executive Salaries 


501 is Clerical Salaries 
502 " ? Traveling General 
503 + . : General Expense 


. " 503—1 Supplies 

' . 503-2 Stationery and Printing 

Ks " 503-3 Professional Services 

. " 503—4 Association Dues and Subscriptions 
* 503-5 Donations 

. * 503-6 Life Insurance 

bs * 503-7 Telephone and Telegraph 

e w 503-8 Use and Occupancy Insurance 

hs 3 503-9 Miscellaneous 


600 Office Selling Expense Supervision and Clerical 
W " 


601 : Traveling Expense 

602 i‘. am " Telephone and Telegraph 

603 - ° Reserve for Bad Debts 

604 : n ® Advertising - General 

605 a m : sae Expense 

Ws 605— 1 Supplies 

: ul. 605— 2 Stationery and Printing 
" " 605— 3 License Fees and Tags 
W - 605— 4 Postage 
" Wi 605— 5 Express and Parcel Post 
us Lis 605— 6 Mercantile Agencies 
n U, 605— 7 Collection and Exchange 


" " 605— 8 Credit Insurance 
" Mi 605— 9 Policy Quality Rebates 
Li) " 605—10 Miscellaneous 


700 Outside potting Sc ONY Salesmen's Salaries 


701 i Salesmen's Commissions 
702 " Brokers' Commissions 
703 . u . Traveling Expense 

704 a i " Share Auto and Truck Expense 
705 . " " Advertising - Special 
706 e " ’ General Expense 

800 Branch Office Expense Rent 

801 + : " Heat and Light 

802 " . " Supplies and Repairs 

803 a " " Supervision and Clerical 
804 és i "  Salesmen's Salaries 

805 : i "  Salesmen's Commissions 
806 : 2 " Traveling Expense 

807 " " " Telephone and Telegraph 
808 : " " Postage 

809 7 a " Collection and Exchange 
810 My ss " Express and Parcel Post 
811 " " " Advertising - Local 

812 " 4 " Auto and Truck Expense 
813 ‘ " " Warehouse Labor 

814 4 : " General Expense 

815 Me . " Bad Debts 
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CONDENSED DAILY STANDARD COST CARD 


No. Basic Mixture 


Particulars . 


Wheat Price (Basic Future plus premium) 
Cost of Wheat (at Standard yield) 


Manufacturing Costs, at Standard 
Administration " : i) 
Office Selling " " " 


Gross Total Bulk F. 0. Be Mill 

Less Value Offals (Market Basis) 

Bulk Cost 196# 100% Flour F. 0. B. Mill 
Add Adjustments for Grading 

Bulk Cost 196# _% Patent Flour F. 0. B. 


Add Containers 
" Freight 


Add Outside Selling 
* Branch Selling 


Total Cost 


Profit 


Selling Price 


(2) -35- 
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Form 15-A 


DETAIL STANDARD COST CARD. 100% FLOUR 


Grade 


Date 


Cost of Wheat, one barrel basis 


Grade Protein 








EENSY , 
Ree , 
‘ea ) ee 
ee ee ie. 
100 % Total 


‘i 


Freight on Wheat, Incoming 
(If not included in cost of Wheat) 


cpa ate. 
FORRES Reig 
Lbs "Bb wba 
SOB eae Hel. 


bs at any 


Cost of Wheat & Freight 





Deductions for Offal, one barrel basis 


(Bulk price, feoeb. mill, less $2.00 a ton) 


Red Dog at $ 


Bran at $ 


Shorts at $ 


Middlings at $ 


per ton, 
per ton, 
per ton, 


per ton, 


Total deductions for offal 


Net Cost of Wheat for barrel 100% Flour, after 


deducting for offal 


lbs at 
lbs at 
lbs at 


lbs at 





Cost of Operation, at standard cost, per barrel 


Manufacturing Cost 
Administration Cost 
Office Selling Cost 


Total Operation Cost, at Standard 


Bulk Cost, f.0.be Mill, 100% Flour at Standard 


Uy tab 


gfe F& Fe FE SFE BH 


Card 
No. 


: Basic Future 
: Standard Yield 


Plus 4 lbs invisible 


loss 
$ 
$ 
$ 
$ 
$ 
SS Rg 
$ 
$ 
$ 
$ 
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Form 15=-B 


SUPPLEMENTARY DETAIL STANDARD COST CARD 


For gf Patent 
Card 
Grade Date Noe 
Bulk Cost, feoeb. Mill, 100% Flour, at Standard, brought forward $ 
Grading Adjustments, one barrel basis 
(Bulk price, f.o.b. mill, less 40 cents a bbl.) 
lst Clears at per bbl. 
% lbs at per lb. $ 
2nd Clears at per bbl. 
% lbs at per lb. $ 
Total allowance for Clears $ 
Standard Cost of lbs. of % patent $ 
Standard Cost of 196 1bs. of % patent $ 
(preceding item divided by "per cent patent") 
Supplementary Costs 
Containers, basis of two 98 lb. cottons | $ 
Freight on shipment, if any $ 
Total Cost, basis Draft, Carload deliveries, at standard $ 


Outside Selling Expense, if any, at standard 


Salesmen's Salaries and Expenses $ 
Salesmen's Commissions $ 
Brokerage $ 


Total Outside Selling Expense, at standard 
Branch Office Selling Expense, at standard 
Total Cost, at standard 


Priori» at standard e e e ° ® ° e ° ° e e D ° ° oa ° ® e ® e ° ° > e e 
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Section 
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GENERAL LEDGER ACCOUNTS 


ASSETS 


CURRENT ASSETS 


1. 
2 
Se 
4. 
Se 


Cash 

Petty Cash Funds 
Drafts for Collection 
Accounts Receivable 
Bills Receivable 


INVENTORIES 


l. 
Ze 
oe 
4. 
Se 
6. 


Wheat 

Wheat Futures Closed 

Product in Process and Stock 
Containers 

Supplies and Repairs 

Open Trades Brought to Market 


FIXED ASSETS 


1. 
260 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 


Land 

Yard Improvements 

Storage Tanks 

Elevator and Mill Buildings 

Elevator and Mill Machinery and Equipment 
Power Buildings 

Power Machinery and Equipment 

Office Buildings 

Office Furniture and Equipment 

Autos and Trucks 


ADVANCES AND MISCELLANEOUS ASSETS 





1. 
2. 
Se 
4. 


Outside Investments 
Advances 

Milling in Transit 
Good Will 


LIABILITIES 


CURRENT LIABILITIES 


1. 
2 


Accounts Payable 
Bills Payable 


3. Broker's Accounts Payable 


RESERVES 


1. 
20 
3. 
4. 
5. 
6. 


Depreciation Reserve 
Interest Reserve 

Tax Reserve 

Insurance Reserve 
Reserve for Bad Debts 
Reserve for Advertising 
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GENERAL LEDGER ACCOUNTS (Continued) 





LIABILITIES (Continued) 


Section G CAPITAL ACCOUNTS 
*" 1. Capital Stock 
So 2e, bonad 

*" 3. Surplus 

” 


4. Profit and Loss, Year to Date 


PROFIT AND LOSS 





Section H INCOME 

" 1. Wheat Sales 

" 2. Flour and Feed Sales 

" 3. Freight on Shipments 

" 4. Discounts and Allowances 
a 


5. Carrying Charges 


Section I COST OF SALES 
" 1. Cost of Wheat 
" 2. Cost of Flour and Feed: 
Section J OPERATING ACCOUNTS 
woven rayroll 
*" 2. Power Charges 
" 3. Auto and Truck Expense 
" 4. Manufacturing Expense 
* 5. Administration Expense 
" 6. Office Selling Expense 
*" 7. Outside Selling Expense 
* 8. Branch Office Selling Expense 
* 9. Manufacturing Costs 
*" 10. Administration Costs 
Sit. Selling Costs 


Section K PROFIT AND LOSS 


" 1. Grain Department Profit and Loss 
" 2. Mill Department Profit and Loss 
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Form 17 
VOUCHER REGISTER 
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CHART OF ACCOUNTS 


Form 18 
GRAIN DEPARTMENT MILL DEPARTMENT 












CLOSED 
FUTURES 
























MANUFACTURING ADMINISTRATION SELLING 
EXPENSE EXPENSE EXPENSE 
CONTROL CONTROL CONTROL 



























MANUFACTURING ADMINISTRATION SELLING 
EXPENSE EXPENSE EXPENSE 
STANDARD COST STANDARD COST 





CREDITS CREDITS 


CREDITS 





PRODUCT 
<r 
—_—_—_—_— 


CONTAINERS 


OF FLOUR 


AND FEED 
SALES 


















GRAIN MILL 








FLOUR 







OPEN OPEN 
TRADES AND FEED TRADES 
TO MARKET SALES TO MARKET 







GRAIN 
PROFIT 
AND LOSS 
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Monthly Journal Entries 


#1 
Manufacturing Fixed Charges Interest 
Manufacturing " " Depreciation 
Manufacturing - " Insurance — General 
Manufacturing " " Taxes — Property 
Auto and Truck Depreciation 
Auto and Truck Insurance 
Gen. Mfg. Cost Compensation Insurance 
Gen. Mfg. Cost Life Insurance 
Gen. Admin. Cost Life Insurance 
Gen. Admin. Cost Use and Occupancy Insurance 


Depreciation Reserve 
Interest Reserve 
Insurance Reserve 
Tax Reserve 


This entry to set up the month's proportion of the 
fixed charges. 


#2 
Selling Expense 
Advertising Reserve 


This entry to set up the month's proportion of the 
advertising budget. 


#3 
Selling Expense 
Reserve for Bad Debts 


This entry to set up the month's proportion of the 
Reserve for Bad Debts. 


#4 


General Manufacturing Expense 
General Selling Expense 


Auto and Truck 


i i i. 


This entry to distribute actual auto and truck costs for the 


month on the basis of actual services rendered. 
#5 
Wheat 
Closed Futures 
This entry to transfer balance of latter account (debit 


or credit) for month. 
(2) j ~42- 
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Monthly Journal Entries (Cont'd) 


#6 
Cost of Wheat Sales 
Wheat 


This entry to set up wheat cost for month as shown by 
detailed inventory records. 


#7 
Product in Process and Stock 
Wheat Sales 
This entry to cover value of wheat ground for month, basis 


of elevator net weights, covering deliveries on the grain 
contracts — oldest contract first. 


#8 
Product in Process and Stock 


Manufacturing Cost (Standard Cost Rate) 
Administration Cost(Standard Cost Rate) 


Selling Cost (Standard Cost Rate) 
This entry to set up the standard operating cost of 
the barrels 100% flour produced for the month. 
#9 


Product in Process and Stock 
Containers 
This entry to set up standard cost of bags used during 
month on the basis of actual production records costed 
basis Federation's Package Differential Schedule. 
#10 
Cost of Flour and Feed Sales 


Product in Process and Stock 


This entry to cover cost of sales tor month as established 
by detailed inventory records. 


#11 
Manufacturing Cost 


' Administration Cost 
Selling Cost 
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Monthly Journal Entries (Cont'd) 
Mill Department Profit and Loss x 


This entry to close actual expense accounts and absorb the 
gains or losses over standard costs for the period. 


#12 
Containers x 
Mill Department Profit and Loss x 
This entry to close out (gains or losses) over or under 


Federation differential standard coSt when established by 
the detailed inventory records. 





As has been stated in the Manual, the open transactions cannot be ignored 
if a complete picture of the current status of the business is to be Secured. 


In view of this fact we are giving next below a detailed memo 
covering inventory method of open trades brought to market as also two type 
journal entries, with explanatory comments. 


INVENTORY OF OPEN TRADES BROUGHT TO MARKET 


In both the Grain Department and Mill Department Profit and Loss accounts 
there are shown separate captions of the items making up the inventory of open 
transactions. It is not necessary that these be set up on books in the monthly clos= 
ings: However, at the end of the fiscal periods, when complete closings are made, 
these items must be included. 


In order to illustrate such entries and also to further clarify the in-= 
ventory procedure we are showing herewith two sample entries with certain comments 
that we think may be found helpful. 


#13 
Grain Dept. Open Trades Brought to Market xx 
P. & Le. Account Wheat 0.T. & T.A. 
P. & Le Account Wheat Futures 


P. & L. Account Grain Contracts (Flour Dept.) 
P. & L. Account Grain Sales (Customers) 


mM OM OR 


This entry to set up market difference between the actual 
contract values of these open items and the replacement 
(market value) basis at cut-off date, (This information will 
be used in Grain Department P. & L.) 


Note ls: 


These calculations may result in either debits or credits depending on the 
market position of the last cut-off. However, invariably they will be the 
reverse of the Flour Sales booked and unfilled, which are also revalued at the 
current market basis. 
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Monthly Journal Entries (Cont'd) 


#14 
P. & L. Account : Unfilled Grain Contracts x 
P. & Le Account : Unfilled Flour Sales 
P. & Le Account : Unfilled Feed Sales x 


Mill Dept. Open Trades Brought to Market 


This entry to set up at market (or replacement) value the 
differences between the various prices at which unfilled 
flour and feed sales were booked and unshipped on cut-off 
date and the current (cut-off basis) value, with a full 
Standard expense allowance and also a full deduction for the 
NET profit estimated (and recorded in sales books) when 
sales were made. 


The unfilled grain contracts are also revalued at current market. 


The above information is necessary to prepare a P. & Le 
statement of the mill operations. 


Note 23 


These calculations may result in either debits or credits for same 
reasons as given under #13. 
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Form 20 


GRAIN DEPARTMENT PROFIT AND LOSS STATEMENT 


Month oT 19 


Bushels Amount 


Wheat Sales: (Delivered to Mill Department or Customers) 
(Grain Contracts in order of bookings) di cetet lentes Po ce ew ec 


Cost of Wheat Sales: 


Opening Inventory (at market) wis a eh ieiked se Seti ce 
Purchases Unloaded including freight PP rer rte oeen whe 
Closed Futures é' a she 
Gross Total ete” Sreleue § Wicipatbe 
Closing Inventory (at market) ey hep hapeeeale sipide ue 


Net Total emer, Coney oi eluenze 


Balance (closed transactions) oe tae aaeule Bs codteime 


Grain Dept. Open Trades Brought to Market: 


Opening Closing 
(at market) (at market) 
(Welwnk TA. Pa tiauran: eis es eral yen tel ete 
Open Futures ee Bit Se ee A chi ets Siar eese 
Grain Contracts (Mill Department) Stle ka adn eke Aria. Shenae 
Grain Sales (Customers) Pireiied is) arse Oy arpa eeeeues 
Total Biaknediete sae -s ew eee tauiie 
Balance (open transactions) Seca) abe 
Net Profit or Loss (closed and open transactions) Se) earie 
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Page le 


Gross Sales: Flour and Feed Shipments 


Deductions from Gross Sales: 


Total 


Net Sales: 


MILL DEPARTMENT PROFIT AND LOSS STATEMENT 


Freight on Shipments 


Returns and Allowances 


Carrying Charges 
Deductions 


Flour and Feed 


Cost of Sales3 


Wheat = 


(Contracts in order of bookings) 
Manufacturing Cost (at Standard) 


Administration Cost(at Standard) 


Selli 


Conta 


Total 


ng Cost 


iners (at Standard) 


(at Standard) 


Month Ending 


Inventory of Flour and Feed in Process and Stocks 


Flour 


Feed 


Total 


Balan 


Total 


Opening 
(at market) 


Ss i $ ee 
ce 
s Carried Forward 


Closing 
(at market) 





con ihed 


Form 21 
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‘Page 2. 


Totals Brought Forward + Pet oor 


Variations between Standard and Actual Cost: 


Losses Gains 
Manufacturing Go et whee ee is Me 
Administration PR Vinh erg, yt. GEG 6) 6 76. here et 
Selling e e J e ° e e e ° e e ® 
Containers » oes « Swipe Mah ete 


Sa euie ta’ 6) ls 
Total Operating Cost = Closed Transactions 
Balance = Closed Transactions 
Mill Department Open Trades Brought to Market 
Opening Closing 
(at market) (at market) 
Grain Contracts Se eeeeeaemeat: 6 aise mceeeny wilhe 
Unfilled Flour Bookings etebce eee yee eo .e.e4 cle « 
Unfilled Feed Bookings ei e* evens e) Chet iad ie: \s 
PEERS Ser eis. Sake We te ouch ies. 


Balance 


Supplementary Profit or Loss: 


Any Misce Profit or Loss Items Dake: catia. 68 


Total Supplementary Profit or Loss 


Net Profit or Loss Closed and Open Transactions 
6 


(2) ais. 
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DAILY WHEAT PREMIUM ANALYSIS 





Form 22 





Wheat Wheat Position 
Pur. Flour Over Under 
t 40000 30000 10000 
2 20000 40000 20000 
3 10000 10000 0 
4 20000 10000 10000 
5 10000 __10000_ (ot ee pages 
100000 100000 20000 20000 
Premium Effect 
Over Under Premiums Loss Gain 
old New 
1 10000 +15 +16 $100.00 
R 20000 +12 +12 0 
3 + 7 + 4 0 
4 10000 + 4 + 2 $200.00 
5 0 ee 2 Bae +0 pe Bins 
Totals 20000 20000 $200.00 $100.00 
Note: 1. The premium change does not affect grades 3 and 5 as these two 


grades are in balance. 


2. The Gain of $100.00 on grade No. 1. and loss of $200.00 on grade 
No. 4, are based on current quotations which must be supplied by 
Grain Department to Mill Department for completing grain contracts 


set up. 


5. In case of changes in milling mixtures the entire volume of wheat 
and flour orders must be considered in order that this cumulative 
summary give correct picture of positions each grade wheat on hand. 
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Form 23 


DAILY AND CUMULATIVE REPORT 
OF 
BY-PRODUCTS AVAILABLE AND OVERSOLD OR UNDERSOLD POSITION 


* By-Product Available 





Bulk 
Cost Mill 
Memo Barrels Bushels Quantity Card Basis Value 
Today's Net Patent Sales XXX xXx xx x xx 
Add Grade Adjustment 
or 
Deduct Grade Adjustment x x x x x 
Adjusted Patent Sales 
and By-Product Available XXX XXX xx x xX 
By-Product Sales Today x x x 
(List of day's sale in this space) 
Total By-Product Sales and Average Price x x x 
Net Oversold Today x x x 
" Undersold Today 
Cumulative Bal. Forward Over x x x 
Under 
Net Position Oversold x x x 


bd 4 Undersold 


Loss Per Bble or Ton 
Gain n n n eo 


* Note: This analysis sheet should have separate columns for First Clear, Second 
Clear, and each kind of mill feed made, ise., Bran, Shorts, Mixed Feeds, etc. 
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Form 24. 
FLOUR SALES ANALYSIS 
SSA Vr arto) MAING L Nine apace lg 
Sales Material Gross Gross 
Territory Barrels Net Bulk Cost Margins Margin Memo 
Mill Mill Mill Per Barrel 
A x $ x $ x $ x 
. B x x x ~ 
C x se x x 
D x x x x 
E a6 = x x 
F x x x x 
Totals x x x x 
CUMULATIVE SUMMARY GROSS MARGINS MONTH TO DATE 
Sales Material Gross Gross 
Territory Barrels Net Bulk Cost Margins Margin Memo 
Mill Mill Mill Per Barrel 
A x $ x 
B 8 x 
C x: x 
; 
; D x x 
f E x x 
; F x x 
} Totals x x 
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Appendix A 


GENERAL LEDGER ACCOUNTS 


showing debits, credits and balances for each account. 


—5 Qa 





Al 


A2 


AS 


A4 


*Note: 


Aono ibe 


CURRENT ASSETS 


Cash 


Debited 


Credited 


Balance 


with all cash received and which should be deposited in banks. 


with all cash disbursed and which is represented by checks 
drawne 


represents total cash on hand and in banks, 


Petty Cash Funds* 


Debited 


Credited 


Balance 


with the amounts of original petty cash funds when established 
and with any increases in the funds which have been established. 


with the amounts of any petty cash funds which have been dis- 
continued and with any decreases in the funds which have been 
established. 


represents the total of all petty cash funds, 


Drafts for Collection 


Debited 


Credited 


Balance 


with total drafts drawn for shipments of grain and mill products. 


with total of drafts paid, either by being accepted as deposits 
by banks or reported as collected by banks. 


represents total of unpaid drafts for shipments of grain and 
mill products, and corresponds with file of unpaid invoices for 
Shipments made on drafts. If draft register is used the balance 
also agrees with the total of drafts not marked "paid". 


Accounts Receivable 


Debited 


Credited 


with total of all invoices and other charges to customers on 
open accounts. 


with total of all payments made by customers on open accounts 
and also for any discounts or other allowances made to 
customerSse 


With any bills receivable received on account. 


With any amounts carried to the reserve for bad debts. 


Balance represents total due from customers on open accounts, 


Petty cash payments from each fund are reimbursed by drawing checks for 


total of 


payments. The checks are cashed and the money restores the 


fund to its original amount, therefore called a revolving fund. 
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A5 Bills Receivable 
Debited with any notes or other bills receivable received. 


With any notes or other bills receivable taken back because of 
non-payment. 


Credited with any payments on the principal of notes or other bills 
receivable. 


With the face value of any notes or bills receivable which have 
been discounted at banks or otherwise sold or transferred. 


With any losses on notes and other bills receivable carried to 
reserve for bad debts. 


Balance represents total face value of notes and other bills receivable 


on hand. 
B INVENTORIES 
Bl Wheat (Grain Department) 


Debited with total of invoices of wheat received and unloaded as shown 
by "wheat" column of Voucher Register. 


With the total of freight on wheat as shown by "recap" of freight 
column of the Voucher Register and credited to D3, Milling in 
Transit. 


With any gains directly affecting the inventory value of wheat. 


Credited with the total of transfers of wheat to Mill Department. See 
description of method on preceding pages. 


With cost of wheat and freight of any wheat sold, figured on 
same basis as wheat transferred to Mill Department. 


With any losses directly affecting the inventory value of 
wheat. 


Balance represents inventory value of wheat on hand. 
B2 Wheat Futures Closed (Grain Department ) 

Credited with gains on closed futures. 

Debited with losses on closed futures. 


Balance represents loss or gain on closed options for the period. This 
total is carried to K 1, Grain Department Profit or Loss. 


BS Product in Process and Stock 
Debited with total cost of all wheat and freight; see description of 


method in preceding pages. 
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Credited 


With total of manufacturing, administration, office selling, 
outside and branch selling costs at standard. 


With total of containers based on production records and 
calculated at the Federation list of differentials. 


With any other charges directly affecting the inventory value 
of product in process and stocks 


with inventory value of flour, feed and packages as of "cut-off" 
date: See description of method in preceding pages. 


With any other losses directly affecting the inventory value of 
product in process and stocks 


Balance represents the total cost of the goods sold and shipped. 
B4 Containers 

Debited with total of invoices for containers as shown by the "Con- 
tainers" column of the Voucher Register. 

With the freight on containers as shown by the "recap" of the 
"Freight" column of the Voucher Register. 

With any gains directly affecting the inventory value of 
containers. 

Credited with the total cost of sacks used as charged to B3, Product in 
Process and Stock. 

With any losses directly affecting the inventory value of con=- 
tainers. This includes spoiled sacks for month. 

Balance represents inventory value of containers at cost, plus or minus 
any losses or gains on differentials for containers. The 
gross loss or gain on containers may be determined and closed 
out at any time by taking an inventory of containers and start= 
ing anew with the inventory as the "cost" of all containers 
on hand. 

B5 supplies and Repairs 


This inventory account is to be used only when there is a storeroom and 
when supplies and repair parts are not charged directly to operating 
costs from "recap" of the register. 


The following applies only when the inventory accounts are kept; 


Debited 


with total cost of invoices of supplies or repairs parts put in 
stores as shown by "Supplies and Repairs" column of the Voucher 
Register. 


With all freight on Supplies and repairs as shown by the "recap" 
of "freight" column of the Voucher Register. 


With any gains directly affecting the inventory value of 
supplies. 
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B6 


Cl 


C2 


C3 


C4 


Credited with total of all supplies and repair parts issued from store~ 
room and charged to other accounts in Voucher Register, figured 
at cost, including margin for freight. 


With any losses directly affecting the inventory value of 
supplies. 


Balance represents inventory value of supplies and repair parts in 
stores, plus or minus losses and gains on freight, shortages, 
overages and the like, The gross loss or gain may be figured 
and closed at any time by taking inventory and using the 
inventory as "cost" of supplies on hand. 


Open Trades Brought to Market (See Journal Entries 13 and 14) 


FIXED ASSETS 

Land 
Debited with all purchases of land. 
Credited with all sales of land. 


Balance represents value of land. However the matter of land values are 
largely determined by other factors than purchase and sales 
prices. The above has only a theoretical application, 


Yard Improvements 


Debited with all expenditures for yard improvements: Fences, switches, 
water mains, etc. 


Credited with any reduction in value by reappraisal. 


Balance represents value of yard improvements. 


Storage Tanks 


Debited with the cost of building and with any cost of additions in 
excess of any charges made to depreciation reserve. 


With any gains directly affecting the asset value of buildings. 


Credited with sales of any buildings or any buildings destroyed after 
making suitable allowances for the charges which should be 
made to depreciation reserves 


With any losses directly affecting the asset value of buildings. 


Balance represents the so-called cost of the buildings against which is 
the reserve for depreciation of buildings. However, the values 
of buildings are often affected by other factors than cost and 
sales prices and the depreciation reserve. 


Elevator and Mill Buildings 


Debited with the cost of buildings and with any cost of additions in 
excess of any charges made to depreciation reserve. 


With any gains directly affecting the asset value of buildings. 
| —56- 7 
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Credited with sales of any buildings or any buildings destroyed after 


making suitable allowances for the charges which should be 
made to depreciation reservée 


With any losses directly affecting the asset value of buildings. 


Balance represents the so-called cost of buildings against which is the 
depreciation reserve of buildings. However, the vaiues of 
buildings are often affected by other factors than cost and 
Sales prices and the depreciation reserve. 

CS Elevator and Mill Machinery and Equipment 
Debited with the cost of machinery and equipment including the cost of 


freight and installation, and any cost of renewals or replace= 
ments which increase the asset values in excess of any charges 
made to depreciation reserve. 


With any gains directly affecting the asset value of machinery 
and equipment. 


Credited with any sales of machinery and equipment or machinery and 


Balance 


equipment destroyed, replaced or "junked" after making suitable 
allowances for the charges which should be made to depreciation 
reserve. 


With any losses directly affecting the asset value of machinery 
and equipment. 


represents the cost value of machinery and equipment against 
which the depreciation reserve on machinery and equipment is 
considered in figuring the current value. The values of 
machinery and equipment may also be affected by other factors 
than cost and selling prices and depreciation reserves 


C6 Power Buildings 


Debited 


Credited 


with the cost of buildings and with any cost of additions in 
excess of any charges made to depreciation reserve. 


With any gains directly affecting the asset value of buildings. 


with sales of any buildings or any buildings destroyed after 
making suitable allowances for the charges which should be made 


' to depreciation reserve. 


Balance 


With any losses directly affecting the asset value of buildings. 


represents the so-called cost of buildings against which is the 
reserve for depreciation of buildings. However, the values of 
buildings are often affected by other factors than cost and 
sales prices and the depreciation reserve. 


Cie, Power Machinery and Equipment 


Debited 


with the cost of machinery and equipment including the cost of 
freight and installation, and any cost of renewals or replace= 
ments which increase the asset values in excess of any charges 
made to depreciation reserves 
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Credited 


Balance 


With any gains directly affecting the asset value of machinery 
and equipment. 


with any sales of machinery and equipment or machinery and 
equipment destroyed, replaced or "junked" after making suitable 
allowances for the charges which should be made to depreciation 
reserve. 


With any losses directly affecting the asset value of machinery 
and equipment. 


represents the cost value of machinery and equipment against 
which the depreciation reserve on machinery and equipment is 
considered in figuring the current value. The values of 
machinery and equipment may also be affected by other factors 
than cost and selling prices and depreciation reservs,. 


C8 Office Buildings 


Debited 


Credited 


Balance 


with the cost of buildings and with any cost of additions in 
excess of any charges made to depreciation reserve. 


With any gains directly affecting the asset value of buildings. 


with sales of any buildings or any buildings destroyed after 
making suitable allowances for the charges which should be made 
to depreciation reserve. 


With any losses directly affecting the asset value of buildings. 


represents the so-called cost of buildings against which is the 
reserve for depreciation of buildingse However, the values of 
buildings are often affected by other factors than cost and 
Sales prices and the depreciation reserve. 


C9 Office Furniture and Equipment 


Debited 


Credited 


Balance 


with the cost of all purchases of office furniture and 
equipment, 


With all gains directly affecting the asset value of office 
furniture and equipment. 


with all sales of office furniture and fixtures and any office 
furniture and equipment discarded after making proper allow- 
ances for the amount which should be made to depreciation 
reServee 


With any losses that directly affect the asset value of office 
furniture and equipment. 


represents cost value of office furniture and equipment. The 


depreciation reserve must be considered in arriving at the 
current asset value. 
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C10 Autos and Trucks 


Debited with the cost of autos and trucks and with the cost of any 
additions made in excess of any charges made to depreciation 
reserve. 


With any gains directly affecting the asset value of autos and 
trucks. 


Credited with the sale of any autos and trucks or of any autos and trucks 
destroyed after making suitable allowances for the charges 
which should be made to depreciation reserve. 


With any losses that directly affect the asset value of autos 
and trucks. 


D ADVANCES AND MISCELLANEOUS 
D1 Outside Investments 


Debited with all outside investments at cost. 
With any gains when investments are sold. 


With any gains directly affecting the asset value of the 
investments. 


Credited with the sale of outSide investments at cost. 
With any losses when investments are sold. 


With any losses directly affecting the asset value of the 
investments. 


Balance represents the value of outside investments at cost. However, 
other factors than costs may affect the asset value of outside 
investments and may modify the debits, credits and balance 
accordingly. 


D2 Advances 


Debited for advances made for expenses of salesmen and other similar 
' purposes. 


Credited for amounts returned or reported and charges to cost, expenses 
and other accounts. 


Balance represents total of advances outstanding but which may rep- 
resent unreported coSts and expenses rather than assets. 


D3 Milling in Transit 


Debited with total of freight on wheat as shown by "recap" of "Freight" 
column of Voucher Register. 


With any gains on freight in transit. 
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Credited with all freight in transit charged to wheat. 


With any freight in transit which is not charged to wheat but 
to other accounts. 


Balance represents the total value of milling in transit in suspense. 
D4 Good Will 


Debited with value of good will acquired and by any increases in value 
of good will. 


Credited with good will charged off to costs, expenses and the like. 


With any reductions or losses directly affecting the value of 
good will. 


Balance represents the book value of good will. 


Deieheowew LT) TBs 


E CURRENT LIABILITIES 
El Accounts Payable 


Credited with total of Voucher Register. 


Debited with total payments of bills and invoices as shown by cash 
book. 


With total fixed and other charges included in Voucher Register 
but to be credited to such accounts as F 1, Depreciation Re- 
serve, F 2, Interest Reserve, F 5, Tax Reserve, and the like. 


With total of supplies issued from stores of supplies and total 
of repair material and parts issued from stores of repairs 
which are charged from issues and reports instead of directly 
from original invoices when supplies and repair materials were 
received. 


With any other items charged to accounts in Voucher Register but 
which are not received and billed from purchase creditors and 
entered from invoices, 

Balance represents the total of accounts payable unpaid, corresponding 


with the file of unpaid bills, and including any accrued or 
unpaid payrolls. 


E2 Bills Payable 


Credited with all notes payable, issued and delivered, and all other 
bills payable, such as acceptances of time drafts and the like. 


Debited with all payments on principals of bills payable. 


Balance represents total amount of liability for bills payable. 
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Broker's Accounts Payable (One account for each broker) 


Credited with losses on closed futures including brokerage and com-= 


Debited 


Balance 


RESERVES 


missionSe 


With any payments received from grain brokers on account as 
shown by the cash book. 


With commissions earned on flour and feed sales shipped. 


with gains on closed futures after deducting brokerage and 
commissions. 


With any payments made to brokers on account as shown by the 
cash book. 


is the net amount due to or from brokers. 


Depreciation Reserve 


Credited with reserves for depreciation charged to operating accounts, 


Debited 


Balance, 


J 3, Auto and Truck, J 4, Manufacturing Expense; also see Form 3. 


With loss and adjustments on buildings, machinery and equipment 
sold other than those which affect the asset accountSe 


with cost of any renewals, replacements and extraordinary re- 
pairs for restoring buildings, machinery and equipment and, 
therefore, represented by the aécumulated credits to deprecia-= 
tion reserve. This does not include additions or increased 
values of plant and equipment which increases the asset value 
and therefore are charged to the Fixed Asset Accounts, 

Cu2,t0 0 10. 


With depreciation on any buildings, machinery and equipment 
sold or otherwise disposed of and credited to Fixed Assets 
Account C 2 to C 10 at the same values at which they were 


charged to the Fixed Assets Account. 


if a credit, represents depreciation reserve against the fixed 
assets, and which exist in the working assets of the business 
unless a reserve fund is established. If there is a debit 
balance it represents an excess of charges to depreciation 
reserve over the reserves made; in other words, there is no 
reserve but, rather, an unabsorbed debit balance. 


Interest Reserve 


Credited with actual interest cost charged to J 4, manufacturing; also 


Debited 


see Form 3. 


with any interest chérges paid as shown by cash book or any 
accrued interest allowed. 
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Tax Reserve 


Credited 


Debited 


Balance, 


represents interest prepaid if a debit balance, and accrued 
interest if a credit balance. 


with taxes (except income and excess profit taxes) charged to 
operating accounts, J 4; also see Form 3. 


with all payments of taxes (except income and excess profit 
taxes) as shown by the cash book. 


if a debit, represents excess of payments over reserves; if a 
credit, represents excess of reServes over payments. 


Insurance Reserve 


Credited 


Debited 


Balance, 


with all insurance charged to operating accounts, J3, J4, and 
J5; also see Form 3.. 


with all payments of insurance premiums as shown by the cash 
book. 


if a debit, represents payments in excess of reserves and 
charges to operating accounts; if a credit, represents reserves 
and charges to operating accounts in excess of payments. 


Reserve for Bad Debts 


Credited 


Debited 


Balance, 


with reserves for bad debts charged to J 6, Selling Costs, 
each month, also see Form 2, Section C. 


with losses on customers' accounts receivable transferred from 
A 4, Accounts Receivable, and A 5, Bills Receivable. 


if a debit, represents excess of losses over reserves; if a 
credit, represents excess of reserves over 10SS@Se 


Reserve for Advertising 


Credited 


Debited 


Balance, 


with reserve for advertising charged to J 6, Selling Costs, 
each month, also see Form 2, Section C. 


with all payments of invoices covering advertising as shown by 
the cash book, 


if a debit, represents prepaid value advertising charges over 
reserves; if a credit, represents excess of reserves over 
payments, 


CAPITAL ACCOUNTS 


Capital Stock 


Credited 


with par value of capital stock issued. 


a 
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Debited 
Balance 


Bonds 


Credited 


Debited 


Balance 


with par value of capital stock redeemed and cancelled. 


represents par value of capital stock issued and outstanding. 


with face value of bonds issued. 
with face value of bonds paid, surrendered and cancelled. 


represents bonded indebtedness of company. 


surplus, beginning of year. 


Credited with net annual profits from G 4, Profit and Loss, year to date, 


Debited 


Balance 


and with any profit of extraordinary nature resulting from 
causes other than grain operations, milling and merchandising. 


with net annual losses from G 4, Profit and Loss, year to date, 
and any losses of extraordinary nature resulting from causes 
other than grain operations, milling and merchandising. 


With any dividends declared or other distribution of profits to 
stockholders. 


represents surplus profits, and which exists in the excess 
working assets of the business. 


Profit and Loss, year to date. 


Credited with any net monthly gain as shown by accounts K 1, Grain De= 


Debited 


partment Profit and Loss, and K 2, Mill Department Profit and 
Loss. 


With monthly balance of interest on investment over interest 
payments as shown by balance of Interest Reserve, F 2. 


With any other gains due to grain operations, milling and 
merchandising and not included in accounts K 1 and K 2. 


with any net monthly loss as shown by accounts K 1, Grain De- 


‘ partment Profit and Loss, and K 2, Mill Department Profit and 


Balance, 


INCOME 


Wheat Sales 


Loss. 


With any other losses due to grain operations, milling and mer- 
chandising and not included in accounts K 1 and K 2. 


if a credit, represents net accumulated profits to date; if a 


debit, represents net accumulated losses to date, 
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Credited with total billings of wheat transferred to Mill Department. 
See description of method on preceding pages. 


With total of invoices of wheat sold to customers. 


Debited with any returns and allowances made Mill Department or 
customers. 


Balance represents net sales of wheat for period and is carried to K l, 
Grain Department Profit and Loss. 


H2 Flour and Feed Sales 
Credited with total shipments and billings of flour and feed. 


Debited with freight on shipments of flour and feed as shown by "recap" 
Oren os 


With goods returned, discounts and other allowances made to 
customers as shown by "recap" of H 4. 


With carrying charges for customers as shown by accounts H 5, 
Carrying Charges. 


Balance represents net sales of flour and feed for period and is car-= 
ried to K 2, Mill Department Profit and Loss. 


HS Freight on Shipments 


Debited with all freight charges on shipments as shown by "recap" of 
freight column of Voucher Register. 


Credited with freight billed and charged to customers as shown by 
invoices to customers and charged against flour and feed sales. 


With freight on shipments to customers which is not charged to 

customers but which is also charged against flour and feed 

sales. 

With the claims collected from railroads on milling in transit. 
Balance ‘represents freight on shipments in suspense, most of which, if 

debit, is a loss; if credit, is a gain. The net loss or gain 

should be carried to K 2, Mill Department Profit and Loss. 


H4 Discounts and Allowances 


Debited with the discounts and allowances made customers as shown by 
deductions made in cash book or in journal. 


Balance represents discounts and allowances made to customers, This 
balance is charged to H 2, Flour and Feed Sales. 


H5 Carrying Charges 


Debited with total of carrying charges from "recap" of "Miscellaneous® 
column of Sales Distribution Record, 
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Credited with carrying charges billed and charged to customers as shown 
by invoices to customers. 


With carrying charges for customers which are not charged to 
customers but which are also charged against flour and feed: 
sales. 


Balance This account should balance except for any amount which may 
remain in suspense. 


COST OF SALES 
Cost of Wheat 
Debited with total cost of wheat and freight delivered to Mill Depart- 
ment during period and also of any wheat sold to customers: See 
description of method in preceding pages. 
Balance represents the total cost of wheat and freight, transferred to 
mill and sold to customers. This balance is carried to Kl, 
Grain Department Profit and Loss. 


Cost of Flour and Feed 


Debited with balance of Product in Process and Stock account as estab= 
lished by inventory. 


Balance represents the net cost of flour and feed sales. This balance 
is carried to K 2, Mill Department Profit and Loss. 


OPERATING ACCOUNTS 
Payroll 
Debited with payments and accrualse 
Credited with distribution to operating accounts. 


Balance This account should balance as the total of all charges has 
been recharged on the basis of service rendered. 


Power Charges 


Debited with the total of charges to power, heat and light as shown by 
"Power Plant" column of Voucher Register. 


With fixed charges on basis of annual budget. See Form 3. 
Credited with the total of power charges to other departments. 


Balance This account should balance as the total of all charges has 
been recharged on baSis of service rendered. 


Auto and Truck Expense 


Debited with charges from "Auto and Truck" column in Voucher Register 
and with fixed charges on basis of yearly budgete See Form 3. 
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J5 


J6 


J7 


J8 


J9 


Credited with total of charges to departments on basis of service 
rendered. 


Balance This account should balance as the total of all charges has 
been recharged on baSis of service rendered. 


Manufacturing Expense 


Debited with total general manufacturing charges from "recap" of 
"Manufacturing" column of Voucher Register, and with fixed 
charges on basis of yearly budget. See Form 3. 


Balance represents total manufacturing expenses for period. This bal- 
ance is carried to J 9, Manufacturing Costs. 


Administration Expense 


Debited with total general administration charges from "recap" of 
"Administration" column of Voucher Register. Also see Form 3. 


Balance represents total general expenses of administration for the 
period. This balance is carried to J 10, Administration Costs. 


Office Selling Expense 


Debited with total general selling charges from "recap" of "Selling*” 
column of Voucher Register. See also Form 3. 


Balance represents total office selling expense. This balance is 
carried to J 11, Selling Costs. 


Outside Selling Expense 


Debited with total charges from "recap" of "Outside Selling” column of 
Voucher Register. 


Balance represents total outSide selling costs for period. This bal- 
ance is carried to J 11, Selling Costs. 


Branch Office Selling Expense 


Debited - with total branch office charges from "recap" of "Branch 
Office*® column of Voucher Register. 


Balance represents total branch office expenses for period. This 
balance is carried to J 11, Selling Costs. 


Manufacturing Costs 


Debited with Manufacturing Expense, J 4, Power Charges, J 2. 


Credited with budgeted standard cost of manufacturing charged to B 3, 
Product in Process and Stock. 


Balance represents the difference between standard costs of manufactur- 
ing as budgeted and the actual costs of manufacturing for the 
period. This balance is carried to K 2, Mill Department Profit 
and Loss. 
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J10 Administration Costs 
Debited with total Administration Expense, J 5. 


Credited with budgeted standard cost of administration charged to B 3, 
Product in Process and Stock. 


Balance represents the difference between standard costs of administra- 
tion as budgeted and the actual costs of administration for the 


period. This balance is carried to K 2, Mill Department Profit 
and Loss. 


ek selling Costs 
Debited with total selling cost accounts, J 6, J 7 and J 8. 


Credited with budgeted standard cost of selling charged to B 3, Product . 
in Process and Stocke 


Balance represents the difference between standard cost of selling as 
budgeted and the actual costs of selling for the period. 


K PROFIT AND LOSS 
Kl Grain Department Profit and Loss 


Credited with balance of H 1, Wheat Sales. 
With credit balance of B 2, Closed Futures. 
Debited with balances of I l, Cost of Wheat (Sales). 
With Debit balance of B 2, Closed Wheat Futures. 


Balance represents net loss or gain of Grain Department for period. 
This balance is carried to G@ 4, Profit and Loss, year to date. 


K2 Mill Department Profit and Loss 
Credited with balance of H 2, Flour and Feed Sales. 
- With credit balance of standard in excess of actual costs of 

Manufacturing Costs, J 9, Administration Costs, J 10, and 
Selling Costs, J lle 

Debited with balance of Cost of Flour and Feed (Sales) I 2. 
With debit balance of actual costs in excess of standard costs 
of Manufacturing Costs, J 9, Administration Costs, J 10 and 
Selling Costs, J ll. 


With any losses for torn sacks credited to Containers, B 4. 


Balance represents net loss or gain on milling business for period. 
This balance is carried to Profit and Loss, year to date, G 4. 
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